


JPRS 74191 
17 September 1979 


China Report 


ECONOMIC AFFAIRS 


No. 14 





|FBIS| FOREIGN BROADCAST INFORMATION SERVICE 




















NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
{] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS pubiications may be ordered from the National Technical 
Information Service, Springfield, Viiginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Pudlications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 





Indexes to this report (by keyword, author, personal names, 
title and series) are available from Bell & Howell, Old 
Mansfield Road, Wooster, Ohio 44691. 


Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 











$0272 -101 














DOCUMENTATION =}. REPORT WO. 2. 3. Reciprents Accession No 
=~ So JPRS 74191 
6. Tithe and Subtitle S Report Oste 
CHINA REPORT: ECONOMIC AFFAIRS, No. 14 _L2_ September 1979 | 
6 





7. Author(s) 





9. Pertorming Organization Name and Address 
Joint Publications Research Service 
1000 North Glebe Road 
Arlington, Virginia 22201 








12. Sponmsernng Organization Name and Address 


As above 


13. Type of Report & Peried Covered 











1S. Supplementary Notes 





36. Abstract (Limwt: 200 words) 


This serial report contains economic information on China. 





17. Document Anstysis 2. Descriptors 
CHINA 
National Economic Policy 
Economic Planning 
Finance and Banking 
Fuels and Power 
Mineral Resources 
Heavy and Light Industry 
Capital Construction 
Domestic and Foreign Trade 
Transportation 


&. identifiers /Opentndes terms O5C, 13 


¢. COSAT! Field/Group 








a 19. Security Cless (This Report) 21. Ne. of Pages 
Uniimit vailability | UNCLASSIFIED ———— 
Sold by NTIS 20. Security Ciess (This Page) 22. Price 
Springfield, Virginia 22161 UNCLASSIFIED 

















(See ANS#-239.18) 


See instructions on Reverse 














JPRS 74191 


17 September 1979 


CHINA REPORT 
Economic AFFAIRS 


No. 14 


CoNTENTS PAGE 
NATIONAL ECONOMIC POLICY 


PRC Economic Journal on Importance of Economic Readjustment 
(JINGJI GUANLI, 25 Jun 79) eeeeeeeceaoeo eee eeeeeeeeseeeeaeeeeee 1 


Economic Journal on Industry Administration Reform 
(Ji Chongwei, Rong Wenzuo; JINGJI GUANLI, 25 Jun 79) .... 5 


PRC Economic Journal Discusses Pros, Cons of Various Targets 
(Li Xuezhen; JINGJI GUANLI, 25 Jun 79) eeeeeeceoeeeeeeeeeee 18 


"GUANGMING RIBAO' Endorses Rehabilitation of Noted Economist 
(Tian Xueyuan; GUANGMING RIBAO, 4 Aug 79) eeeeeeeeesecees 23 


'GONGREN RIBAO' Urges More Independence for State Enterprises 
(XINHUA, 7 Aug 79) eeeeeeeeeoeoeoeo eo eeeeeeeeeceeeeeeeeseeeeeeee 25 


"RENMIN RIBAO' Re ts Article on Economy as Federation 
(XINHUA, Aug 79) @eeeeeeeeeeoeoeaeeaeeeeeeeer eee eeeeeeeee ee 26 


GENERAL ECONOMIC INFORMATION 


Use of Law of Value in Socialist Economy Analyzed 
(Meng Lian; JINGJI YANJIU, 20 May 79) Ceeeeeeeeseeseeeeee 28 


Relationship of Technological Level, Profit Rate Discussed 
(Han Shunxian; JINGJI YANJIU, 20 May 79) Ceeeeeeeeeeseses 31 


Guangxi Work Team Helps Lead Economic Development 
(XINHUA, ll Aug 79) eeeeeeeeeceeee eee ea eeeeeeeeeeeeeeeeeeee 33 


'NANFANG RIBAO' Calls for Promotion of Economic Work 
(Editorial; Guangdong Provincial Service, 12 Aug 79) ..e. 34 


sie {III - CC = 83] 





CONTENTS (Continued) 


'XINHUA' Cites July Industrial Production Figures 
(XINHUA, 17 Aug 79) eeeeeceeceoeceoeeeecee eee eee eceeaeeeeeeee 


'GONGREN RIBAO' Commentator Encourages Rationalization 
Proposals 
(XINHUA, 17 Aug 79) eeeeeeoeeoseoe ee eeceeeeeeeceeeeeeeeaeee 


Briefs 
Liaoning Building Materials Industry 
Gansu Prefecture Quota Fulfillment 


FINANCE AND BANKING 


Hainan Meeting Class for Enlivening Finance, Trade 
(Hainan Island Regional Service, 26 Aug 79) ceccccces 


FUELS AND POWER 


Briefs 
Jilin Electricity Conservation 


LIGHT INDUSTRY 


Briefs 
Liaoning Textile Industry 


Page 


35 


36 


BS 


39 


43 








NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL ON IMPORTANCE OF ECONOMIC READJUSTMENT 
Beijing JINGJI GUANLI in Chinese No 6,25 Jun 79 pp 2-5 HK 


[Article by JINGJI GUANLI commentator: “Correctly Recognize the New Eight- 
Character Policy,” slant lines denote bold face type] 


[Text] The first task since the focus of party and state work was shifted 

to socialist modernization in 1979 is to carry out a 3-year readjustment of 
the national economy. Industrial and agricultural production has vigorously 
developed and people's living conditions have improved since the "gang of 
four" were smashed. In such an excellent situation, some of our comrades 

do not understand the policy of readjustment adopted toward the national 
economy. In particular, the responsible comrades of certain key industrial 
departments and some leading cadres uf enterprises do not approve of it. The 
reason is that they earnestly wish to realize the four modernizations sooner. 
However, they do not see the overall »icture of the present economic develop- 
ment, nor do they understand that th national economy can gain a fast growth 
only when it corresponds to the objective laws of planned and proportioned 
development. This frame of mind ‘s understandable, as for our enemies who 
gloat over our misfortunes and, taking advantage of our readjustment of the 
national economy, stir up trouble by spreading rumors, they wi'!! certainly 
not achieve their goal. To clear up the ideological obst.cles to our great 
cause of building socialism, it is necessary to correctly recognize the 
momentous significance of the new eight-character policy--resdjustment, re- 
structuring consolidation and improvement. 


During the past 2 years and more since the “gang of four” were smashed by 
the Party Central Committee headed by Comrade Hua Guofeng, brilliant success 
has been achieved on every front. In particular, the national economy, which 
hau been undermined by the “gang of four” and brought to the brink of col- 
laps:, has been rapidly restored and developed. Agricultural production: 
With serious natural disasters beaten in succession, total output of grain 
topped the highest level in history and the output of industrial crops like 
cotton, oil-bearing and sugir-bearing crops, tobacco and hemp was raised 
last year. Industrial production: In terms of the total value of produc- 
tion, the rate of growth was great for the first 2 years; iron and steel, 
coal, crude oil, power generation, chemical fertilizers, chemical fibres, 
which are computed in terms of output, and the volume of rail freight in- 
creased by big margins. Along with the development of industrial and agri- 
cultural production, the total volume of retail sales, that of imports and 
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exports, and fisancial receipts have increased by big margins and the people's 
living conditions have made some initial improvement. Such an all-round re- 
sto.ation and development of the national economy was not seen in the past 10 
years and more. It is the result achieved by the whole body of working people 
who have gone all out and worked hard under the guidance of the general line 
for the new period. 


But why is it necessary to carry out readjustment .m such a situation? It is 
mainly because the consequences of serious imbalance between various branches 
of the national economy undermined by the "gang of four," which had been con- 
cealed, are now more strikingly exposed and these problems are now made clearer 
to us. Secondly, with the smashing of the “gang of four," tremendous enthus- 
iasm and ardour for the cause of socialist construction have emerged from among 
the broad masses of workers on every front, who are anxious to finish every- 
thing overnight. When this enthusiasm and ardour are reflected in the plans, 
some departments do more than one thing at once and take big steps. This 
subjective wish is itself a good thing. But the national economy is an or- 
ganic whole. Definite proportionate relations exist between the two major 
categories of social production, and the object/.ve proportionate relations 
must be maintained before simple reproduction can be effectively maintained 

or reproduction effectively enlarged. This is the reason why in drawing up 
the plans for the development of the national economy we must conform with 

the objective requirements of proportionate development. In other words, 

only a proportionate development can insure a high-rate of development. in 
the first 2 years, on the foundation of the national economy that had been 
badly undermined by the "gang of four,” our industrial and agricultural pro- 
duction rapidly reversed the state of stagnation and retrogression ard achieved 
a comparatively high rate of development. In certain respects, this develop- 
ment was, to a considerable degree, in the nature of restoration. Because of 
this and also the defects formed in the system of economic management when 

the “gang of four" were running wild, some industrial departments still show 
definite blindness in the course of restoring and developing the national 
economy. Now, if no great efforts are made to solve the problem of imbalance 
between various branches of the national economy, it will be impossible to 
continue to maintain sustained forward development at the same rate. This 

is the fundamental reason why we must readjust the national economy with the 
greatest determination. 


What are the proportionate relations that are not balanced in the national 
economy? Striking imbalances are those between agriculture and industry, 

between light and heavy industries, between fuel power industry and other 

industries, between accumulation and consumption, and between capital con- 
struction and industrial-agricultural production. 


Agriculture assumes the task of providing industrial raw materials and sup- 
porting the urban population. It is also the broadest market for manufactured 
goods. Without the adequate development of agriculture, it is fundamentally 
impossible to develop industry at a high rate. Our agriculture has never 
changed its backward features. Although the total output of grain topped 

the highest level in history last year, the average amount of grain per 





capita was not much higher than that for 1957, and the total output was far 
from enough to meet the needs arising from the increase in population, the 
development of industry and the improvement of people's livelihood. Within 
agriculture, the proportionate relations are not balanced among farming, 
forestry, stockbreeding, side occupations and fisheries. In many localities, 
the objective laws are violated with the result that agriculture, instead of 
forming a strong base to promote development of industry, holds back the 
development of industry. 


Within industry, light industry is protractedly backward, main items of light 
industrial products are in short supply in the market and are unable to meet 
the needs of people's livelihood. Light industry lacks the ability to com 
pete in the sphere of exports and it is out of the question for light indus- 
try to increase the accumulation of funds for developing heavy industry. 

What is particularly glaring is that the national capacity for generating 
electricity is inadequate and a considerable number of factories often stop 
operation to wait for power. The development rate of the industries consuming 
the largest qualtity of coal greatly exceeds that of the coal industry, and 
the output of coal is far from enough to meet the needs of national economic 
development. The processing industry is blindly developed and the processing 
cspacity of the national machine industry has doubled and redoubled compared 
with the quantity of rolled steel that can be supplied. Certain "five small" 
incustrial enterprises, whose rate of consumption is high and whose products 
are inferior in quality, compete with major industrial enterprises for fuels, 
power and raw and processed materials. Backward enterprises that incur 
startling waste and heavy losses carry on production as usual while advanced 
enterprises operate under capacity. These phenomena are wide-spread. Consid- 
erable losses have been caused to industry, agriculture and commerce by the 
fact that the weak sectors of the trunk railway lines have inadequate capacity 
for the switching of cars and the harbors have inadequate loading and unload- 
ing facilities. Over the past 10 years and more, a large number of skeleton 
factories were built; the “skeletons” were erected but the corresponding 
"flesh" was not added. At the same time, capital construction has expanded 
and the number of capital construction workers has increased to such an extent 
that, on the one hand, commodity grain and other means of subsistence provided 
by agriculture cannot meet the demand and, on the other, the quantities of 
rolled steel, timber and cement provided by industry are not sufficient to 
meet the needs of capital construction investments. All such things reflect, 
from different angles, the imbalance between various branches of the national 
economy. Of course, these contradictions are problems cropping up in the 
course of advance. However, they have developed to such an extent that the 
imbalance between various branches of the national economy must be funda- 
mentally rectified through rational and thorough-going readjustments before 
the national economy can be brought to the orbit of proportioned, high-rate 
development. This is the necessity and object of readjusting the national 


economy. 


Do we have the ability to rectify these imbalances? Historical experience 
sows that the answer is yes. 








At the initial stage of liberation, we took over the economic shambles of 
Old China that had long been undermined by the Kuomintang, and it was out 

of the question to maintain proportionate relations. It took us 3 years 

te proceed with rehabilitation and readjustment to properly arrange for 
proportionate relations. These proportionate relations were embodied in the 
first 5-year plan. As a result of implementing this plan, the national economy 
achieved a very fast rate of growth. During the great leap forward in 1958, 
2a “communist wind" and the “proneness to boosting and exageeration" were 
stirred up, “high targets" were set and “blind commands” were given with the 
result that the proportionate relations formed between various branches of 
the national economy during the first 5-year plan period were undermined. To 
this was added the fact that the Soviet revisionists withdrew their experts 
from China and tore up contracts. Meanwhile, serious natural disasters oc- 
curred. Our national economy was in serious difficulty at the end of 1950's 
and in the early 1960's. At that time, it was even difficult to maintain 
Simple reproduction, let alone enlargement of reproduction. To counter the 
situation prevailing at the time, the party central committee resolutely 
adopted an eight-character policy of readjusting, consolidating, filling in 
and improving. Thanks to the efforts of the whole people to implement this 
policy, the national economy was soon restored and developed. Between 1963 
and 1965, industry averaged an annual increase of 17.9 percent and agriculture 
11.1 percent, beginning in 1965 our national economy regained a vigorous 
growtn aad took big steps forward. These two historical events show that 

the imbalance caused by various reasons among the branches of the national 
economy in the course of its growth under the socialist system can be read- 
justed thruugh plans that are geared to actual circumstances. So long as we 
understand the circumstances, show great determination and do meticulous work, 
the imbalance can soon be rectified. Our system is different from the capi- 
talist system. Despite the fact that each enterprise and each monopoly group 
in capitalist countries is managed in scientific ways and according to 
elaborate plans, social production as a whole is in a state of anarchy and 

it is impossible to carry it out under unified plans. Social production 

can only be blindly regulated through the spontaneous role plaved by the 

law of value. For this reason, capitalist economic crisis cannot be funda- 
mentally resolved and will only recur periodically until the ultimate col- 
lapse of the capitalist system. Ours is a socialist planned economy and any 
imbalance that appears for the moment can be consciously readjusted. The more 
it is properly readjusted, the more ripidly it will develop. The process of 
readjustment is the process of achieving a comprehensive balance due to vari- 
ous subjective and objective reasons, a certain .mbalance will inevitably 
appear under given conditions. Our cuty is to strive for a comprehensive 
balance to avoid the emergence of a serious imbalance. 


To counter the present economic situation, the party central committee has 
put forward a new eight-character policy of readjusting, restructuring, con- 
solidating and improving. This means readjusting the imbalance between vari- 
ous branches of the national economy, restructuring the economic management 
system and the methods of operation and management that are not compatible 
with the development of the productive forces, consolidating the production 





and management order of enterprises, and improving the economic effects of 
various branches of the national economy. These four aspects promote one 
another. They are indivisible. Only readjustment can facilitate consoli- 
dation and restructuring. Only consolidation and restructuring can insure 
the smooth progress of readjustment. Successful readjustment, restructuring 
and consolidation will certainly raise the development levei of the national 
economy and the scientific and technical levels greatly. 


The readjustment now being carried out is much different from thet carried 
out in the early 1960's. The difficulties at that time were much greater 

than the present ones. When we began the readjustment we had to retreat in 
terms of the total scale of industrial production and capital construction. 


Compared with those years, our agricultural conditions are much better and 
our industrial foundation is much stronger, the economic situation as a whole 
is going forward. As far as some areas are concerned, readjustment now being 
carried out in some cases means advancing, going up and accepting something 
in some cases and retreating, coming down and refusing something in others. 
On the whole, production and construction will advance during the readjustment 
and the national economy will continue to maintain a definite rate of growth 
and will reach a higher level in terms of economic effects. Our job at this 
stage is to advance amid readjustment, to restructure and consolidste amid 
readjustment and cto improve amid readjustment. It is a positive policy of 
going all out, act a negative one of blackening one's efforts. From the 
post-readjuetment plan for 1979 it will be seen that, compared with former 
plans, the state has appropriately increased its investments in agriculture 
in order to develop it, and the peasants’ income has shown a greater increare. 
To increase market commodity supplies and improve the people's living condi- 
tions, the state has increased the growth rate of the textile industry while 
lowering the production index of heavy industry. The state has brought to 
the fore in heavy industry the construction projects for coal, electricity, 
oil, transport and construction materials. The state has appropriately cut 
down the scope of capital construction, strengthened “production of goods 
which are in short supply," shortened “production of goods which are in full 
or excessive supply," and roughly achieved a balance with financial and ma- 
terial resources. The difference between foreign exchange receipt and expen- 
diture has been greatly narrowed. The post-readjustment plan as a whole 
reflects the spirit of achieving a balance between goods and materials, and 

a financial balance, credit loan balance and foreign exchange balance. The 
1980 and 1981 plans will continue to carry out the principle of achieving 
such a balance in these four areas. Now, while the plans remain to be 
brought to greater perfection in light of the ever changing objective cir- 
cumstances, the main problem lies in mobilizing all forces to implement then. 
Only when the plans are realized can the problem of imbalance be fundamentally 
solved. When it is fundamentally solved, the national economy will certainly 
show a greater rate of growth and the four modernizations will be achieved 
sooner. To achieve this aim, all fronts must go into emergency action to 
resulutely carry out the new eight-character policy. 











How to carry out the new eight-character policy effectively? /First, adopt 

an overall point of view./ Whether in production or in capital construction, 
it is easy for we communists and revolutionary masses to exert our utmost 

«> ferts to advance when it is necessary to do so. Our difficulty is that 
veaa it is necessary to back up, we do not have the heart to do so. Wishing 
to gc forward and not backward is above criticism under ordinary circum 
stances. But we must realize that the national economic state being what 

it is, we cannot advance more effectively if some areas do not back up; if 
some parts do not retreat, the whole cannot go forward. To win the battle 

for readjusting the national economy, all areas, depurtments and even enter~ 
prises must take into account the overall situation and, without any hesita- 
tion, stop ail those projects that should be stopped for the time being so 
that the iisancial and material resources can be concentrated to finish early 
those projects that should be built and thrown into operation as quickly as 
possible t« uevelop their production capacity rapidly. They should take 
resolute mécsj:e6 29 close down, merge or transform, as required, those enter- 
prises whose ».?ducts have no market, are of inferior quality and have a high 
rate of consumption and which incure losses for long periods of time, do not 
make a great contribution to the state and the people and need state financial 
subsidies over a long period. They should channel the available raw and 
processed materials, fuel and power to those trades, whose products are right, 
are of good quality, have a low rate of consumption, are more profitable and 
need large-scale development, so that they can produce at full capacity. Re- 
adjustment must be carried out meticulously and losses should be minimized 

as tar as possible. 


/Second, display vigor and go all out in carrying out readjustment./ Taking 
the national economy or the industrial department as a whole, a fairly great 
growth rate is maintained as a result of the present readjustment. On the 
whole, no department or area marks time. Under no circumstances may we think 
in terms of marking time and waiting for readjustment before marching forward. 
In particular, the fuel power departments for coal, oil and electricity should 
go all out during the poriod of readjustment. On the one hand, they should 
tap the latent potential of old enterprises and strive to increase production. 
On the other, they should speed up construction so as to increase their new 
production capacity. Only then can the difficulties due to shortages of fuel 
and power felt by various departments be overcome more effectively an can a 
good foundation be laid for a high rate of development of the national economy 
following readjustment. Where investments have been cut down and the planned 
indices of production are lowered, the departments and areas concerned should 
not be black. The tasks of readjustment are formidable, and any slackening 

of ef/orts will bungle the chance of winning the battle and have an adverse 
effect on the outcome of the battle. 


/Third, an important task during the readjustment is to consolidate the exist- 
ing enterprises and raise their management level, scientific and technical 
levels and economic effects./ This is not en easy task. Each area and de- 





partment must do a lot of arduous and meticulous work before it can be achieved. 


To consolidate the existing enterprises and establish normal production and 
management order, to transform those enterprises whose equipment is backward 
and whose level of production techniques is low and to make the existing 











ente "prises play their part as base areas in realizing the four moderniza- 
tions is the starting point for our modernization. Although ve will intro- 
duce some essential technology from foreign countries, we can by no means 
feel that modernization can be bought by introducing things from abroad. 

If things are introduced from foreign countries without regard to the actual 
conditions of our country, even the purchase of the best equipment from for- 
eign countries will not solve our problem of modercizing the whole country. 
We must proceed from such base areas as our existing enterprises and, under 
the leadership of party organizations, tring our own wisdom and talent into 
full play and consolidate and transform these enterprises before moderniza- 
tion can become a reality. We should fully recognize the great significance 
of carrying out the technical transfwrmation of our existing enterprises, 
transforming our existing epvterprises will cost less and bring quick returns. 
It should be the main feature of readjustment- To achieve this objective fully 
and effectively, we must set up and improve the leadershi» of enterprises. 
Furthermore, we shoul¢ draw up and consclidate the rules and regulitions 
that are found to be effective, intensify political and ideological work 

and technical training for the contingents of workers, restote the economic 
and technical indices of enterprises to the best levels in history within 
the shortest possible time and then march toward an even higher target. 


/Fourth, do a good job of investigation and research and complete frepare- 
tions for thoroughly reforming the economic management system./ The <hird 
pleaum of the party pointed cut that a serious drop in our prevailing rate of 
economic management is the overcentralization of power, which is detrimental 
to the correct display of the Leconomy?] of four sides--central authorities, 
local authorities, enterprises and laborers--and detrimental to managing the 
economy according to the requirements of the objective economic laws. To 
strengthen the four modernizations, it is imperative to change gradually from 
the old method of managing the economic undertakings by administrative means 
to a method of managing the economic undertakings by economic means. Taking 
account of the characteristics of various trades, we should strengthen the 
centralized management of those that should be under centralized management, 
boldly determine in a guided manner those enterprises that should be under 
decentralized management and give local authorities and the industrial and 
agricultural enterprises more right to independent action in operation and 
management under the unified plans of the state. We should work out practi- 
cal rules and regulations, change the former method of managing the enter- 
prises according to the administrative system and administrative divisions, 
regarding departments and areas as dividing lines not to be passed over, 

and cutting apart the rational connections inherent in economic activities. 
We should make the productive forces shake off manmade obstacles and go for- 
ward without hindrance. However, reforming the system of econumic management 
is an extremely complicated and important thing that must not be done rashly. 
It will be necessary to carry out investigation and research, make repeated 
experiments and acquire experience before popularizing it. At the same time, 
reform of our system must not deviate from the orbit of socialist planned 
economy and must link up with the planning system. Each must not go his own 
way, otherwise things will be thrown into confusion, While reform of the 
system should be carried out with circumspection, we shovld go into positive 











action and reform an item as soon as conditions are ripe for doing so. By 
the time the tasks of readjustment are fulfilled we should have carried out 
partial reform with fairly good results and completed preparations fer all- 
round, thoroughgoing reform. 


/Fifth, vigorously launch a production-increase and economy drive when carry- 
ing out the new eight-character policy./ During the readjustment, industry 
should maintain a definite rate of development. The most striking contradic- 
tion now is that the coal, electric power, oil, transportation and construc- 
tion materials industries are incompatible with the need of production de- 
velopment, while one of the focal points of readjustment is to develop the 
fuel power industry by every conceivable means. It will take some time to 
form the new production capacity, and it is not possible to have a great 
increase of fuels, power and raw materials within a short time. The most 
realistic and effective way of fulfilling and overfulfilling the post-read- 
justment production plans is to concentrate efforts on practicing economy 

as the means to increase production. The potentials of economy are the poten- 
tials of production increase. Of the 30 main indices of fuel and electric 
power consumption for the key enterprises of our country, 20 have not reached 
the best levels in history. If all of these indices reached the best levels 
in history, one million tons of coal and 12 billion kilowatt-hours of elec- 
tricity could be saved a year. If the key enterprises of our country saved 
12 billion kilowatt-hours of electricity, the power saved would be enough to 
produce 380 million tons of crude coal, more than 60 billion meters of cloths, 
or 17 million tons of alloy steel. This shows the tremendous part played by 
economy in increasing the production. There is great potential for saving 
other raw and processed materials. In the course of consolidating our enter- 
prises, we should attach particular importance to drawing up and improving 
the rules and regulations designed to lower the rate of consumption. We 
should fulfill the economy indices down to each production process, team, 
group and individual and examine the results periodically. Those who prac- 
ticed economy should be cited and given appropriate material reward. Those 
who incur waste should be criticized, educated or punished according to the 
circumstances of each case. The production increase and economy drive in 
enterprises will certainly achieve considerable results. 


The present battle for readjusting, restructuring consolidating and improv- 
ing the national economy is essentially the prelude to an all-round, high 
rate of development of our national economy and is the foundation for speed- 
ing up the "four modernizations." It will demonstrate the superiority of 
our socialist system and show the might of the planned economy. We should 
go into positive action, bring our subjective activity and creative spirit 
into full play and, with full confidence, unswervingly forge ahead to imple- 
ment the new eight-character policy under the leadership of the party cen- 
tral committee headed by Comrade Hua Guofeng. Our objective must and can 
certainly be reached. 
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NATIONAL ECONOMIC POLICY 


ECONOMIC JOURNAL ON INDUSTRIAL ADMINISTRATION REFORM 
Beijing JINGJI GUANLI in Chinese No 6, 25 Jun 79 pp 8-12 HK 


{[Artic.e by Ji Chongwei [1323 1504 1218] and Rong Wenzuo [2051 2429 
0146]: “How Are We To Reform the System of Industrial Administration?"] 


[Text] What is our orientation for reforming China's system of indus- 
trial administration? Where should the reform begin? These are ques- 
tions thet concern everyone. To answer them, we think we should first 
review and summarize our historical experience in developing our system 
of industrial administration during the past 30 years that the country 
was being built. Using this as a foundation, we will analyze and study 
the existing problems as well as take note and assimilate the useful 
experience of other socialist countries. We will then set forth a 
program for reforming China's system of industrial administration. 


1. Historical Experience Merits Attention 


China's system of industrial administration has been built on the basis 
of the mess inherited from old China and on the basis of the socialist 
transformation that has been carried out. Since the First Five-Year 
Plan was started in 1953, there have been four major changes. They 
roughly correspond to four stages: 


Stage One: 1953-1957. After the aboliuhment of the large regions, most 
of the large-scale state-operated enterprises reverted to direct admin- 
istration by the central industrial departments. Under the unified 
leadership of the central authorities, there was basically formed a 
two-level system of administration composed of the central authorities 
on the one hand and the provinces, municipalities, and autonomous 
regions on the other, with the stress on the latter. This continued 
until 1958. In this period, output value of enterprises directly under 
the jurisdiction of the various central industrial ministries was about 
one-half of gross value of industrial output. The degree of centraliza- 
tion of these enterprises was relatively high. During this same period, 
socialist transformation of the handicrafts industry and capitalist 
industry and commerce was basically completed in China. During the 




















period of the First Five-Year Plan, gross value of industrial output 

increased on an average of 18 percent annually, there was a relatively 
good balanc:: in the proportionate development of heavy industry, light 
industry and the handicrafts industry. The overall situation was good. 


Stage Two: 1958-1962. At the height of the Great Leap Forward, the 
majority of the enterprises under the ministries were placed under the 
jurisdiction of lower administrative levels. Some enterprises under 
the provinces, municipalities, and autonomous regions were likewise 
placed under the jurisdiction of runicipalities of the provinces and 

of counties. Unified leadership and the system of level-to-level 
administration were greatly weakened. The cooperative relations that 
had once existed were cast asunder, the rules and regulations of enter- 
prise administration were broken, small-scale enterprises using local 
methods sprang forth everywhere, and development was chaotic. During 
the Second Five-Year Plan, industrial production fluctuated greatly, the 
proportions within industry were severely out of balance, product quality 
was not up to standard, maintenance costs were high, and losses were 
serious. Between 1958 and 1962 the rate of industrial development 
abruptly fell by 3.8 percent. The consequences were not good. 


Stage Three: 1963-1965. The eight-character policy of readjustment, 
consolication, filling out, and raising standards that was put into 
effect in 1962 won success. By reducing the scale of capital construc- 
tion, readjusting the proportionate relations between agriculture, light 
industry, and heavy industry, and eliminating in a planned and syste- 
matic manner a large number of enterprises lacking in economic vitality, 
the proportionate relations of the industrial front again tended toward 
normal. At this time, the enterprises that had originally been placed 
under the jurisdiction of lower administrative levels were for the most 
part returned to the various central industrial ministries, and a large 
number of national and regional level specialized companies (trusts) 
were set up on an experimental basis. By formulating and putting into 
effect the "70 Articles for Industry and Commerce" and the "35 Articles 
for the Handicraft Industry," the administrative standards of all of 
industry and of the various types of enterprises was improved, indus- 
trial production showed an average annual increase of 18.7 percent, 

and all the technical and economic targets were attained or exceeded 

by the highest levels ever. The results were quite remarkable. 


Stage Four: 1966-1976. During the Great Proletarian Cultural Revolution, 
the 17 previous years of experience was negated by the disruption of the 
ultraleftist line represented by Lin Biao and the “gang of four." The 
campaign to “postpone construction" was criticized as were the "70 
Articles on Industry," the trusts, and the dictatorship by rules and 
regulations. The correct was regarded as the incorrect. A work style 
suitable to this came into being. In 1970, all enterprises under the 
ministries were again placed under the jurisdiction of lower administra- 
tive levels, including large-scale national enterprises such as Anshan 
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Iron and Steel, Daqing, and Changchun Motor Vehicle Manufacturing Plant. 
Some enterprises under provinces were again placed under the jurisdic- 
tion of the municipalities and counties. The whole industrial admin- 
istration and enterprise administration degenerated to a state of semi- 
anarchy. Industrial enterprises having collective ownership developed 
rapidly, and the proportion of large-scale irdustrial enterprises shot 
up. Although industrial output value for the 10 years still maintained 
an 8.4 percent average rate of increase, the various technical and 
economic targets by contrast showed an across-the-board decline. The 
number of deficit enterprises grew to more than one-third, monetary 
losses were enormous, economic results were extremely lacking, and all 
of industry tottered on the brink of collapse. During the more than 

2 years since the “gang of tour" was smashed, industrial production, 
under the correct leadership of the party Central Committee headed by 
Comrade Hua cuofeng, has recovered and developed rather rapidly and 
industrial administration has likewise improved somewhat. However, the 
imbalances in the proportionate relations in the national economy and 
within industry are severe, and the system of industrial administration 
is in urgent need of reform. This is the situation and task we now face. 


ln summing up the historical experience of the "two ups" and "two downs” 
that have just been described, there are several points that merit our 
attention. First, when there was suitable unified centralization of 
China's system of industrial administration, the coordination of supply, 
production and marketing were good, production was able to progress in 

a planned and proportional manner, enterprise administration was like- 
wise rather normal, and production developed rapidly. However, when 
enterptises were too often placed under the administration of the lower 
levels, there occurred a chaotic fragmentation of production and a 

state of anarchy and the standards of enterprise administration declined. 
Secondly, the reform of the system of industrial administration must 
necessarily be suited to changes in production relations. Essential 
readjustments can promote the development of productive forces. Chaotic 
and arbitrary change is bound to disrupt productive forces. Thirdly, 
reform of the system of industrial administration must neces-arily be 
implemented under the leadership of the party step by step in a planned 
manner by investigation and research, summing up experience, democratic 
discussion, and unified understanding from top to bottom. We definitely 
cannot rely on the will of senior officials to do this nor engage in it 
in a chaotic or careless manner. 


2. Problems That Exist in China's System of Industrial Administration 
at the Present Stage 


On the basis of what we have learned from past experience, we would 
tentatively make the following analysis of problems that exist in 
China's system of industrial administration at the present stage. 

















First, multiheaded leadership. The machine building ministries have 
been particularly conspicuous in this. For the past 30 years, the 
division of labor in the machine building industry has become more and 
more elaborate. Multiheaded leadership and fragmented administration 
has become increasingly severe. At the present time, China's machine 
building industry consists of two branches--national defense industries 
and industry and communications. The industry and communications branch 
is again divided into specialized machine manufacturing departments, 
industrial machine manufacturing departments, and the departments for 
the manufacture of machines for daily use. Although there is division 
of labor between these departments, there is a lack of coordination. 
Often the departments act on the basis of their own needs. Each under- 
takes everything for themselves. They have lost contact with each other. 
A number of products undergo duplicate production, many plants undergo 
duplicate construction, and much foreign equipment is introduced in 
cuplicate, especially technology for machine repairs and for the manu- 
facture of industrial matrixes, forging equipment, and electroplating. 
Practically every department and every enterprise do everything them- 
selves, and they each have their own systems. There has been great 
waste in building our technical force and in capital construction 
inves-ment. If we are to furnish the departments of our national economy 
and our army with modern technical equipment, we must rely on the machine 
building, electronic, and instruments-making industries. For this rea- 
sen, during the process of modernization construction, the machine build- 
ing industry necessarily must operate in accordance with the principles 
of specialized coordination and put into practice unified leadership, 
unified programs, and unified administration. The multiheaded leader- 
ship and fragmented administration we have now just does not work. 


The multipurpose use of resources is a developing trend in the process 
of industrial modernization. Because of the one-sidedness and narrow 
departmental interests created by the division of labor in China, the 
full and efficient utilization of raw and processed materials is often 
neglected or impaired. This occurs for example in the continuous 
technological process from the oil refinery to the production of 
monomeric industrial chemicals, then again to the synthesizing of the 
thread. The administration for this in China belongs separately to the 
petroleum, chemical, and textile departments. As a result, there is 
sometimes waste of investment, raw materials, and manpower created 
because a product for multipurpose use that is produced serially in 
several stages should be made at a combined enterprise. The same prob- 
lems similarly exist between the steel and nonferrous metallurgical 
industry, the coking industry and the chemical industry, between agri- 
culture and the agricultural products processing industry, and between 
the forestry and papermaking industry, the lumber processing industry, 
and the furniture industry. This problem creates an extremely great 
waste of materials and severe environmental pollution. 











Second, fragmented administration. At present, duplication of industrial 
administration and dispersal of jurisdiction over the enterprises are 
quite serious problems. With regard to state-operated industries, the 
central ministries for the most part have few or no enterprises under 
their direct administration, and no national specialized companies have 
been established. There are at least five levels from the central min- 
istry, province, provincial-level municipality, autonomous region, 
prefecture and county to the enterprise. There are also five levels 
from the central ministry, province, municipality under the jurisdiction 
of the province, company to the enterprise. The departments responsible 
for work in che enterprises at the various levels each do their own work 
without regard to anyone else. In some areas where mineral resources 
are limited, we have nevertheless built a number of middle- and small- 
sized iron and steel factories alongside a large iron and steel factory. 
As a result, they compete for the ore and coke. No one can obtain 
enough, and everyone loses. Bicycle and watch factories which are run 
separately by various prefectures and municipalities, have proliferated 
in certain provinces. Whether large or small, they are all self- 
sufficient. The result has been that none has been able to meet tech- 
nical and economic standards. They have suffered long-term losses and 
have relied on the state to subsidize their existence. In some prov- 
inces, there are 200 designated plastics processing factories. However, 
because of the chaotic development of the street industry and that of 
the commune production teams, the actual number exceeds 1,000. Chaotic 
development is also a severe problem in the television equipment indus- 
try, the semiconductor industry, and the hardware industry because of 
the lack of contact among all the people and among the collectives. In 
the past, the center and the provinces and municipalities had depart- 
ments based on the type of product. The joint cooperatives of the 
handicraft industry were also organized according to the type of owner- 
ship. They both had a division of labor and close coordination. At 
present, the handicraft situation in the factories and communes has 
undergone great change. Street production, 7 May factories, and the 
commune production team industry have developed on a large scale. The 
original integrated administrative links and systematic methods have 
been abandoned. As a result, under the new setup things cannot be 
decided on a coordinated basis. This gives rise to more and more 
problems. 


Third, the lack of coordination between supply, production, and market- 
ing. There are a number of contradictions in the existing system for 
handling goods and materials. With regard to the supply of materials, 
the production tasks of a number of state-operated enterprises are 
handed down vertically according to the state plan, while the raw 
materials on the other hand are distributed and supplied on a geographi- 
cal basis. Many enterprises have gaps in their raw materials when their 
plans are drawn up. When they order goods, they have to arrange a 
discount. And when the goods actually arrive, they have to again 
arrange a discount. In this way, the completion of production plans 
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is difficult to guarantee and having purchase personnel all over the 
place cannot be avoided. As for production and marketing relations, 
factories use production to determine sales. Often they pay no atten- 
tion to the needs of the market or the demands of the customer. Products 
are purchased centrally by the commodity trade departments and given 
guaranteed distribution, to the extent that the goods produced by many 
enterprises do not satisfy needs, are inferior quality, and are in over- 
supply. The trade departments reduce the prices on some of the over- 
stocked products to dispose of them and sell some at the original prices. 
The factories then continue to blindly produce them. Likewise there 
exist many loopholes and abuses in the distribution and allocation of 
the means of production. There are both rigid centralization and 
insufficient centralization. The contradictions are deep and serious. 


Fourth, the lack of self-management in enterprise administration. On 
the one hand, since the departments in charge of the enterprises and 
the combined departments at various levels are used to administer 
planning, the use of funds, the bonus system, and foreign contacts, 
this puts the enterprises in a position without authority. Even a 
particularly large-scale joint enterprise such as the Anshan Iron and 
Steel Company has only a meager amount of authority over essentials 
such as manpower, finances, and materials. On the other hand, since 
the checks by the enterprise administration on economic results are 
not rigid--not even profits and losses are calculated and accounting is 
ignored--some enterprises have for a long time relied on the state for 
subsidies to survive. This explains why our factories and mines are 
still not true enterprises. They are still not independent economic 
accounting units in the true sense of the word. 


The above four points basically involve two problems. It is important 
that we should centralize those relations not centralized between the 
departments, between the center and the “ocalities, and between the two 
ownership systems and administer those relations not being administered. 
What is important with regard to relations between the administrative 
organs and the companies and the enterprises is that they are too 
centralized, they are administered too rigidly. Up to now this has been 
particularly the case with the practice of managing enterprises accord- 
ing to administrative methods and paying insufficient attention to 
economic means. Some comrades say that we now have a “net"-like system 
of administration, whereby countless vertical and horizontal restrictions 
break up the natural relations of the objective economy and strangle 

the individual initiative of enterprise management. The chief causes 

of the contradictions are a failure to act according to objective 
economic laws and a failure to achieve a division of labor and coopera- 
tion based on the internal relations of social production, distribu- 
tion, and consumption of a modern society. The results have been a 
system based on small-scale production, semifeudal separatism, and 
autarchy and management by bureaucratic red tape. 
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3. The Orientation for Reforming the System of Industrial Administration 


At the present time, China is in a period of great historical change. 
With the entire party focusing its work on the need to shift to mod- 
ernized socialist construction. we cannot any longer allow fragmentation 
and confusion to continue to exist in industrial administration. We 
think that the following are the major issues in the present system of 
industrial administration: Reform must begin with the elimination of 
fragmentation and anarchy in industrial administration, administrative 
management must be changed to economic management, and industrial 
readjustment and reorganization must be coordinated with enterprise 
rectification work. 


First, through reform of the system, develop the orientation for the 
centralization, specialization, and integration of the industrial 
administration and for focusing its efforts on the enterprises. 
Centralization means we aust conduct level-to-level administration 
properly with strengthened unified leadership. We cannot allow frag- 
mented administration with each doing things in their own way to happen 
again. We must conscientiously implement the principle of coordinating 
all the activities of the country as in a chess game. We must, on the 
basis of Comrade Mao Zedong's guiding ideology, divide industrial enter- 
prises into three major parts--the main force troops, the local units, 
and the militia. Those enterprises which affect the development of the 
entire national economy, the naticuil balance of supply, production and 
marketing should be administered with a proper focus on the central 
ministries. This will enable central ministries and the industrial 
departments cf the provinces, municipalities, and autonomous regions 

to concentrate on properly administering the vast majority of large-, 
middle~ and small-scale enterprises that are state-operated. Most of 
these trades and ocewpations should be centrally administered by methods 
established on the national and regional levels for specialized produc- 
tion companies, integrated enterprises, and general factories. 


Specialization means we must persist in reorganizing industry according 
to the principles of specialized coordination to insure that enterprises 
which are large and comprehensive and those which are small and compre- 
hensive gradually develop in the direction of production specialization 
and coordination. We must proceed on the basis of economic results to 
carry out readjustment and reorganization while taking into considera- 
tion the differences in the industrial departments and regional distribu- 
tions. We must accordingly develop various forms of specialization for 
variety production, spare parts production, technical production, and 
auxiliary production to improve the industrial specialization process 
step by step and to raise labor productivity. 


Integration means, on the basis of multipurpose use of various types of 
resources and raw materials, adopting continuous methods of technology, 
organization, and installation for the same type of products and 
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organizing many enterprises into various types of integrated enterprises. 
We can also adopt methods using closely linked cooperation, whereby con- 
tracts are drawn up between state-operated factories and collectively 
owned factories (cooperatives and teams), thus organizing enterprises 

of differing sizes, with differing subordinate relations, and with 
differing ownership systems. We can also break down the boundary lines 
between the trades and occupations by actively organizing integrated 
enterprises for certain petrochemical industries, for certain agricul- 
tural industries, for certain forestry industries, for ce'tain trade 
industries (the integration of production and marketing), and for 
scientific research and production. 


Focusing our efforts on enterprises means we must use economic means to 
administer enterprises. Giving greater self-management to the companies 
and enterprises will permit each specialized company and enterprise to 
be fully responsible for their own profits and losses and permit enter- 
prises to truly operate as independent economic accounting units under 
the state plan. We must earnestly organize the work of the specialized 
companies, the integrated companies, and the general factories and 
thereby enable the existing specialized production companies and 

general factories to make the transition toward integrated enterprises 
step by step, thus implementing the process as quickly as possible. 


Second, create conditions for the reform of the system of industrial 
administration through industrial readjustment, economic reorganiza- 
tion, and enterprise rectification. We must readjust the division of 
labor among the industrial departments on the basis of the internal 
relations of industrial production, the multipurpose use of resources, 
and the close coordination of supply, production, and marketing. We 
especially must centralize the machine building and electronic instru- 
ments induetries to fully tap their potential. 


We must organize specialization and cooperation on the rational principles 
of economics and conscientiously improve the economic results of economic 
reorganization work. We cannot pursue this mechanically, having 
specialization for the sake of specialization and spreading out for the 
sake of spreading out. If we do, the results will be fewer, slower, 
poorer, and more costly. 


We must accomplish enterprise readjustment and rectification work on the 
basis of the actual situation. On the basis of investigation and 
research, we should, where appropriate, either close down, cease pro- 
duction in, merge, or transform some of those factories and mines where 
quality is below standard, efficiency low, maintenance costs high, and 
losses severe. We should select superior enterprises having good 
quality, high efficiency, low maintenance costs, and high profits and 
supply them with our limited raw materials and fuels. 
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Third, organize leadership to strengthen the reform of the system of 
industrial administration. We must fully bring into play the function 
of the economic committees under the unified leadership of the party 
committees. The work of industrial read‘ustment and enterprise recti- 
fication should be closely coordinated and mutually promoted with the 
work of reforming the system of industrial administration. During the 
work of industrial readjustment and system reform, we necessarily must 
implement the principles of democratic centralism. We must properly 
carry cut research and investigation beforehand, pool the wisdom of the 
masses, and fully develop democracy. Once we have made a decision, it 
must be resolutely implemented. The lower level must be subordinate 
to the upper level, the part must be subordinate to the whole. If we 
do not insure strict discipline, we will be incapable of effecting any 
of our measures for readjustment and reform and unable to obtain the 
necessary results. 


Finally, we think that industrial readjustment and reform of the system 
of industrial administration must include within them the collective 
system of ownership. However, we must take into full consideration the 
special characteristics of the collective system of ownership for 
industry. We must carefully and skillfully deal with these charac- 
teristics according to the principle that production relations must 
conform to productive forces. We by no means can do this all at once 
or while we are impoverished. However, this is a problem that requires 
special study, and it will not be discussed any further here. 
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[Article by Li Xuezhen [2621 1331 2582]: "A Cursory Discussion of the Advan- 
tages and Disadvantages of Targets for Gross Output Value, Net Output Value 
and Profits” ] 


[Text] The various economic targets and their systems are important tools 

in economic management. To improve and strengthen economic management, it 

is naturally necessary to study how to bring into play the role of the vari- 
ous econcmic targets, and continually perfect the target system, the various 
departments of the national economy and the various aspects and stages of 
reproduction in society all have their own target systems. This article is 

a cursory discussion of the advantages and disadvantages of targets for gross 
output value, net output value and profits in economic management. 


l. First, a Discussion of Gross Output Value 


After liberation, we continued for a long time in the entire country to adopt 
the target system with gross output value as the center in economic management. 
Although there have been several transformations, the basic situation has re- 
mained unchanged. Although the words of targets for gross output value have 
been deleted from the eight economic technical targets in enterprises, gross 
output value still plays a decisive role outside the eight targets in actual 
work. People call it “the ninth one in command.” 








There are mainly three reasons for this situation: 


First, the plans for the speed of production development which we have passed 

to the lower levels through the years are calculated in terms of the gross 
output value. These are passed downward from level to level, with the value 
increasing with each grade. Finally, when passed down to the basic-level 

unit, the plan for development speed has become the plan for increasing gross 

output value. The problem is not too serious if this plan conforms with that 

for increasing output value calculated according to product output. In reality, 

the former usually surpasses the latter by a large margin. This situation has 

forced enterprises to adopt emergency measures to fill this gap, such as pro- 

ducing more products of high output value and reducing the output of goods 
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of low value. By doing so, they have bai-tered the plan of product variety, 

worsened the overstock or out-of-stock situation, increased output by turn- 

ing out rough and slipshod work and blindly increased the proportion of fin- 
ished products of foreign-assisted processing industries. 


Secondly, at least half of the present eight economic technical targets de- 
pend on the amount of the gross output value, such as the rate of profit 
value, the rate of the value of production costs, the productivity of labor, 
the rate of capital value and so on. Consequently, as long as the gross cut- 
put value is increased, the other targets will be easily managed. The gross 
output value can bring into play its role of “a goodlooking fellow who over- 
shadows a hundred ugly fellows." 


Thirdly, people have been accustomed to using administrative methods in eco- 
nomic management for many years; the gross output value has already become a 
convenient tool for leaders of various levels to direct production. It is 
necessary to put gross output value in the van in organizing tasks, inspec- 
ting work, comparing the advanced and examining enterprises. 


Since the gross output value targets have occupied the position of “commander” 
for a long time, their active and passive influences are very clearly exposed. 


Since gross output value is the sum of the value of the means of production 
consumed in the production of products and the value that has been newly 
created by human labor, it permits the repeated calculation of the transfer 
value of the means of production. Therefore, the gross output value can re- 
flect the ties between the production departments and the enterprises and the 
amount of turnover in society. Therefore, gross output value is still a use- 
ful target in reflecting the scope of social production--including the aspects 
of the division of labor in society and the capacity for production and pro- 
cessing--in reflecting the production level--which is the aspect of gross out- 
put--and in reflecting the speed of production development and the links and 
proportions bei.ween the production departments. 





However, facts show that there have been many long, accumulated evil effects 
in using gross output value targets to supervise and examine the achievements 
of enterprise management. 


The gross output value includes the transfer value of the means of produc- 
tion. Speaking from the viewpoint of an enterprise, this portion of value 
is the achievement of the other units; if the gross output value is sisunder- 
stood to be created by that plant, the actual results of the enterprise's 
work are doubtlessly exaggerated. 


In the gross output value, the proportion of material consumed occupies 50 
to 60 percent on the whole; some is as high as 80 to 90 percent. An out- 
standing example is the processing of valuable metals; molding materiale cost 
tens of thousands of dollars, while the processing cost is only tens of dol- 
lars. There is a difference of several hundred times between the costs of 
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materials and labor, and the gross output value is counted as the total cost. 
Under this situation, if we examine enterprises in terms of the gross output 
value, we will prompt them to manufacture products of high value which con- 
sume large quantities of raw materials. This will be detrimental to the or- 
ganization of production in accordance with the needs of society and the de- 
velopment of new products. It will also have a certain passive role in eco- 
nomizing on the consumption of raw materials, lowering production costs and 
increasing profits in enterprises. 


Therefore, in directing, supervising, checking and examining enterprise tar- 
get systems, it will not work to put the gross output value in command or 
regard it as the “commander on the backstage." It can only be an index which 
guides the departments in measuring the scale, level and speed of economic 
development, and in calculating the proportions and relations. Because of 
this, it is sufficient for the units just to supply the figures as required. 
It is necessary to definitely separate the gross output value targets from 
the rewards and penalties of the enterprises. 


II. On the Net Output Value 


To carry out planned economic construction and correctly handle the propor- 
tions and relations between accumulation and consumption, we have to calculate 
the national income (which is the net output value of the national economy) 
every year and strike overall balance in the entire national economy. In 
certain years, certain enterprises in some districts have also calculated the 
net output value, but have not comprehensively and officially popularized its 
use. Although foreign countries have attempted to use this target earlier, 

no mature experience has been seen up to now. The writer thinks that the net 
output value targets have at least made the following points in playing an 
active role in enterprise management: 


First, since net output value has ruled out the influences of transfer value, 
the net output value from the point of an enterprise can more accurately re- 
flect the value which has been newly created by the enterprise itself. Grasp- 
ing the net output value in management can prompt the enterprise to strive to 
create new value and not to rely on transfer value. 


Secondly, under the prerequisite of fixed output and prices, the net output 
value and material consumption are in inverse proportion. Grasping net out- 
put value can prompt the enterprise to economize on the use of raw materials 
and increase the utilization rate of fixed assets. 


Thirdly, since profits occupy approximately 60 to 70 percent of net output 
valu: (profits, tax, wages, and so forth), grasping net output value will 
promt enterprises to first grasp profits. To increase profits, it is neces- 
sary to increase production, lower production costs, and economize on material 
consti: ption to prompt enterprises to improve their overall management and 
oper? ¢.on. 











Fourthly, since the distribution of net output value of enterprises includes 
the three aspects of wages, tax surrendered to the state and profits retained 
at the disposal of enterprises, the sum total of the net output value and its 
distribution are closely related to the state, production units and individual 
producers. Therefore, all three aspects show concern for the increase and 
distribution of net output value. From the viewpoint of economic management, 
analysis of how enterprise net output value is distributed and constituted can 
supply reference materials to correctly handle the relations (as well as the 
proportion of consumption and accumulation) between the state, enterprises 

and individuals. 


However, extensive adoption of net output value targets to examine enterprises 
is not without its problems. 


Since net and gross output values are both value targets, contradictions be- 
tween value and use value will be reflected in the net output value. Conse- 
quently, the adoption of net output value targets has not resolved certain 
problems which have emerged in the use of gross outcut value. Moreover, since 
net output value includes wages, it is detrimental to economizing on the con- 
sumption of human labor in enterprises. It is similarly detrimental to lower- 
ing production costs and increasing profits. 


The gross output value is naturally affected by changes in prices. Net out- 
pu” value cannot break away from its restrictions. Under chese conditions, 
if we only examine enterprises through net output valuc, we may exaggerate 
or diminish the actual labor achievenents in the enterprises themselves. 


It can thus be seen that although the net output value targets have their 
strong points as compared with the gross outp.t value targets, there are 
also limitations. Certainly, it is possible and also necessary to statis- 
tically calculate the net output value as the reference target in economic 
analysis. 





III. Om Target For Profits 


In leading economic enterprises, our party has all along stressed that they 
must lower production costs and increase profits by all sorts of means. This 
has played a remarkable role in improving enterprise management conditions 
and their operation. However, owing to the intervention of the ultraleftist 
line of Lin Biao and the “gang of four," profit has been termed as an alien 
force to socialism. As a result, an absurd stage has been reached saying that 
“losing money is glorious." Actually, under the existing relations between 
commodities and money, the domain of profits cannot be "abolishe.i." Its role 
in economic management camiot be replaced by other targets. On the contrary, 
the target for profits can comprehensively reflect the role of other targets. 


First of all, let us speak of production cost targets. They reflect only 
the consumption of material resources and manpower in production. To reduce 
this consumption, it is certainly very important to calculate it. However, 
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it is also necessary to see the economic results brought by such consumption. 
An important measuring stick to observe economic results is the profit target. 
Moverover, under the conditions of fixed prices and invariable tax rates, the 
production costs and profits precisely present changes in reverse dizections; 
if the production costs rise, the profits are reduced, or the reverse. 


If compared with the gross and net output value targets, the profit targets 
in enterprises have avoided exaggeration of enterprise work achievements as 
indicated by gross output value which includes transfer value. They have 
also rejected the part of the payment for labor included in the net output 
value which should be listed under production costs. If we hand over to the 
state, in the form of taxes, different levels of profits obtained from ex- 
ternal causes in the net income of enterprises, the profits can reveal the 
results of the management activities of the enterprises themselves. 


Therefore, grasping profit targets in checking, supervising and examining 
enterprises can prompt enterprises to strive to lower production costs and 
increase labor productivity and production cs as to increase the profit rate 
of the unit's products and increase total profits. 


Profiis are also certainly a kind of value target. Just like gross and net 
output value, they will be affected by the contradictions between value and 
use value. Arbitrary grasping of profits, will hinder the fulfillment of 
enterprise plans for variety, quality and quantity of products. Differences 
between prices and value will also cause a transfer of profits between enter- 
prises, thus, profit targets cannot accurately reflect the actual conditions 
of enterprise management and operation. 





However, these two problems can be resolved. If we set up a strict contract 
system between supply and distribution, clearly set down the quantity, variety, 
quality and standards of the products supplies and assume economic responsi- 
bilities for the fulfillment of the contracts, we can avoid battering the 
variety of products and so on. If we set up a reasonable system of fixing 
prices while simultaneously handing over to the treasury in the form of taxes 
the income from different levels, the profits obtained can reflect the actual 
economic management conditions in ‘he enterprises themselves. Under these 
conditions, grasping profits as the central target in economic management can 
lead enterprises to achieve greater, faster, better and more economic results 
in operation and management. 
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NATIONAL ECONOMIC POLICY 


"GUANGMING RIBAO' ENDORSES REHABILITATION OF NOTED ECONOMIST 
Beijing GUANGMING RIBAO in Chinese 4 Aug 79 p 3 HK 7 


[Article by Tian Xueyuan [3944 7185 0626]: “Reverse the Verdict on 
Mr Ma Yinchu's New Population Theory"] 


[Excerpts] "My Economic Theories, Philosophical Concepts and Political 
Stand," a book by Ma Yinchu, raised a stormy controversy in the late 
1950's. The rising campaign against the views expressed in the book 
lasted some 3 years and on a scale rarely seen in the past. A hue and 
cry against the book was raised by most of the country's major publica- 
tions, followed by hundreds of articles. 


Ma Yinchu's new population theory did not attack the party or socialism. 
Instead, it offered constructive views and practical solutions of bene- 
fit to the country and people. We should repudiate all unfounded charges 
and false accusations and reverse the verdict on the new population 
theory so the venerable Ma will be rehabilitated and his honor restored. 


As an economist, Ma was aware of the harmful consequences of misdirected 
and uncontrolled population growth. However, the majority of people, 
including leading comrades, did not realize the implications of this 
problem at that time. This upset the venerable Ma. It was not until 
February 1957 when his views on China's population problems attracted 
Comrade Mao Zedong's attention when they were discussed at a Supreme 
State Council meeting. Naturally, Ma was very pleased with this. At 
the first session of the Fourth NPC which was convened in June 1957, he 
put forth his views on population in writing. RENMIN RIBAO published 
the full text of his new population theory on 5 July of that year. 


Ma's population theory was basically correct. It was based on Marxism, 
not on Malthusian theory. He analyzed the contradictions between our 
country's accelerated population growth and the national economy, con- 
tending that fast population growth and slow capital accumulation, a 
major contradiction, “would delay rapid industrialization and thus 
prevent the country from advancing in big strides." 
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Ma Yinchu penetratingly criticized the Malthusian theory so people would 
not confuse it with his new population theory. He did not expect that he 
had played into the hands of his accusers, who charged that he pretended 
to criticize Malthus but was in reality peddling the Malthusian theory. 
Ma's accusers also asserted that Ma was “an outrigit advocate of 
Malthusianisn." 


Practice is the sole criterion for testing truth. It is also one for 
testing population theories and policies on population control. In 


studying and solving China's population problems, we must uphold this 
Marxist principle. 
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"GONGREN RIBAO' URGES MORE INDEPENDENCE FOR STATE ENTERPRISES 
Beijing XINHUA in English 0257 GMT 7 Aug 79 OW 


[Text] Beijing, August 7 (XINHUA)--The “Worker's Daily" published an edi- 
torial today, urging that every effort be put forward to make a success of 
those pilot state enterprises which have been allowed a greater measure of 
independence in order to mobilize initiative, improve management and achieve 
better results. 


This is a major policy toward a thorough reform of the present system of 
economic management, says the editorial. 


The expanded independence of these enterprises, the editorial says, will 
mean that they can, after they have fulfilled their quotas under the state 
plans, work out their own supplementary plans in accordance with their own 
circumstances and the demand of the market and turn out products or under- 
take processing not within the scope of the state plans. 


The editorial cites the one hundred state enterprises in Sichuan, which have 
been experimenting with this project and have achieved tangible results over 
the past six months. It says that the growth rate in the total output value 
of these pilot enterprises is 56.7 per cent higher than the average in all 
other enterprises in the province; profits realized by the 84 pilot provin- 
cial enterprises are 54 per cent more than the province's average. 


In the past, the editorial recalls, the power of management in state enter- 
prises was limited to leading economic departments and they had little 
initiative in production and sales. They could not therefore benefit auch 
even when they expanded production and made good profits. 


The initial experience of the pilot enterprises in Sichuan shows that it 

is correct to give more independence to state enterprises, the editorial 
says. When they have more independence, state enterprises are better able 

to combine their own interests with producing economic results and fulfilling 
their responsibilities; they are better able to satisfy the interests of the 
state, the enterprise, and the individual worker, 


Their experience also shows, the editorial adds, that by giving more inde- 
pendence to state enterprises, it is possible to supplement production re- 
quired by the state plans, rather than compromise it as some people had 
predicted. Enterprises could bring their full potential into play and pro- 
duce more and better products according to market demand with a flexibility 
for which the state plans could not possibly provide. 
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NATIONAL ECONOMIC POLICY 


"RENMIN RIBAO' REPRINTS ARTICLE ON ECONOMY AS FEDERATION 
Beijing XINHUA in English 0710 GMT 14 Aug 79 OW 


[Text] Beijing, August 14 (XINHUA)--A socialist country should not make 
the national economy a “big enterprise” with individual economic units as 
branches under its direct command, says an article by Jiang Yiwei reprinted 
from an economic journal in today's "People's Daily". 


The national economy should be regarded as an economic federation, composed 
of many independent basic economic units under a centralized and unified 
leadership on the basis of a high level of democracy, the article says. 


The article first appeared in the sixth issue of the monthly journal "Eco- 
nomic Management", It appears in the "People's Daily" under the headline 
"A Fundamental Question in the Reform of Economic System", 


The article presents three theses: That an enterprise is the basic unit 
of a modern economy, that an enterprise must be a dynamic organic body, 
that an enterprise should have its own economic interests. 


The article also advocates writing the nature of socialist enterprises and 
their obligations to the state into law before studying and improving 
management system. 


The article contends that an enterprise maintaining independence does not 
violate socialist principles, and that only such independence will allow 
socialist enterprises to display the initiative and creativeness. It says 
that only by combining the independence of individual enterprises with the 
unity of the whole national economy, is it possible to bring out the super- 
iority of the socialist economic to its fullest. 


As a basic economic unit, the article says, an enterprise should be a highly 
dynamic organic body instead of a "lifeless brick", Since the strength of 
the national economy is the combined productivity of all enterprises, the 
power of the national economy is not only determined by the total number of 
enterprises in the country, but also by the measure of the activity of every 
enterprise, just like the strength of a man is determined by the measure of 
the active power of the cells of his body, it says. 
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The article says enterprises should be able to make choices regarding its 
labour power and means and objects of labour. However, it says that an 
enterprise's independence in management and development should be pre- 
conditioned by ite obligations to fulfil state production plans and tax 
quotas. 


An enterprise should have its own economic interests which should be 
closely connected with the interests of individual workers, so that all 

the workers are held responsible for the economic results of their enter- 
prises, the article says. This common responsibility for profits and losses 
can only strengthen the sense of the collective, rather than stimulating 
individualism, it says. If an enterprise does not have independent eco- 
nomic interests ciosely connected with the interests of individual workers, 
then efforts at management by economic means would remain empty talk, it 
says. 


The economic relationship between the state and enterprises is, in the 

last analysis, a relationship of interests, the article says. It says 

the state should assert leadership and control by economic means, including 
making economic policies and plans and using taxes, credit, interest, and 
awards and punishment. The state should set prices and subsidies to regu- 
late the interests between itself and enterprises, among enterprises, and 
between production and consumption; and also should institute new economic 
legislations to protect the interests of enterprises and individual workers 
and to ensure the enforcement of state policies and decrees, the article 
says. 
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GENERAL ECONOMIC INFORMATION 


USE OF LAW OF VALUE IN SOCIALIST ECONOMY ANALYZED 
Beijing JINGJI YANJIU in Chinese No 5, 20 May 79 pp 79,45 
[Article by Meng Lian [1322 6645]: "Is the Law of Value Useable?” ] 


[Text] Many comrades often say "We should use the law of value to serve socialist 
economy." This is not only vague in theory but it has also already had some 
bad after effects in practice. This must be clarified. 


The “use” of the law of value that some comrades speak of may mean we should 
understand the nature and demands of the law of value and understand the condi- 
tion in which it can play a role and when we are ordering our economic work, 
obey (or follow) its nature and demands, and create conditions for it so that 
the results of its operation will benefit our socialist economy. 


There is not the slightest doubt that this particular understanding and know- 
ledge conforms to objective reality. However, the generally used expression 
“use the law of value" is very inaccurate. Because apart from the meaning 
above, there is clearly another layer of meaning which recognizes the law of 
value as a “tool” for the state to use to adjust the relationship between pro- 
duction and marketing, and some comrades also clearly refer to the law of value 
as a tool. This requires consideration even more. 


A “tool” is in actuality quite similar to a "law." People can “use” them for 
their own advantage and to satisfy certain of their needs. For example, a 
pencil can be used to write words, a pair of chopsticks can be used to eat food, 
the law of value can be used to adjust the relations between production and 
marketing. And yet apart from the similarities between "tool" and "law" there 
are some very fundamental differences, since a tool can be “used” it can also 
be “unused”; but can a law be “unused”? When we are not using a pencil or a 
pair of chopsticks, they just lie there quietly. But the law of value is not 
so obedient. When you create the necessary conditions in accordance with its 
demands, its operation benefits you. When you ignore its demands and attempt 


to put it aside and lock it away, it. still goes on operating objectively. Do 
you think it is only a simple "tool"? 
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Thus “law” and “tool” have fundamentally different natures. A tool does not 
have the quality of automatic operation, even if it is a so-called “automated” 
tool, it still needs someone to throw the switch. Yet a law is not like this. 
Its most significant characteristic is that it has the capacity of being objec- 
tive, without reliance on the subjective will of people and operating by itself. 
Thus people cannot just use the law of value as if it were a tool and cannot 
think of using it when they want or not using it when they do nct want, but 
must conscientiously and carefully study its demands and study how their own 
actions adapt to it, otherwise they will suffer the consequences. 


In the past dozen years, because we did not accept the fact ir many aspects 
of reality, that the law of value is an objective law and thought of it only 
as a “tool” which could be used or not used, it created a terrible waste of 
manpower, material, finances, resources and time. 


Today we are struggling to realize the four modernizations, so shouldn't we 
reject that way of explaining and thinking of the law of value only as a “tool” 
in the hands of the state? I think we should face reality and honestly accept 
the fact that the law of value is an objective law which does not move in accord- 
ance with our subjective will, but which operates on its own. 


The law of value only plays a role to regulate (only when people “use” it in 
accordance with its demands, this regulation can play a beneficial role; when 
people run counter to its demands, this regulation can play an injurious role), 
this is determined by the special nature of this law. One cannot speak of the 
law of value divorced from the regulatory function. 


So, what is the nature of our state plan? What is its relationship to the law 
of value? 


The state plan is something which manifests people's understanding of objective 
economic laws (including the law of value), something subjective, something 
secondary. If the state plan is correct, it is the correctness of people's 
understanding of objective economic laws, that is, it is a plan which manifests 
the demands of objective laws. If the state plan is in error, then it is the 
incorrectness of people's understanding, and the plan is one which does not 
manifest the demands of objective law. Whether or not the plan is correct 

and the degree of correctness is entirely determined by whether or not it manifests 
the demands of objective economic law and the degree to which it does so. Thus, 
when we use a correct (supposing it is completely correct) state plan to direct 
and regulate economic activity, we cannot say we are manipulating (or restraining) 
economic laws, but the economic laws are manipulating (or restraining) us. 

What is operating behind the correct state plan are the same economic laws (in- 
cluding the law of value). It would be better to say the state plan is still a 
reflection in the minds of people of the automatic operation of objective eco- 
nomic laws. We use the state plan to direct and regulate the national economy, 
and similarly is one aspect of the realization of the automatic operation of 
objective economic laws (including the capabilities of beneficial function and 
injurious function.) 
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Thus it should be said that the state plan is a tool people can use and attempt 
to use to realize economic laws (including the law of value), but definitely 
should not be turned upside down and say that economic laws are tools. Econo- 
mic laws determine the state plan and its fate, and also determine all people's 
economic activity and the source of its results. In view of the fact that the 
use of the expression "to use the law of economic value” contains the extremely 
contradictory meanings discussed above, we think that in practical economic 
work and research in economic theory to be more scientific we should no longer 
use that expression but replace it with a more accurate and more scientific 
expression such as “obeying the law of value” or “operating in accordance with 
the objective demands of the law of value.” 
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GENERAL ECONOMIC INFORMATION 


RELATIONSHIP OF TECHNOLOGICAL LEVEL, PROFIT RATE DISCUSSED 
Beijing JINGJI YANJIU in Chinese No 5, 20 May 79 pp 80,78 


[Article by Han Shunxian [7281 5293 4960] "What Is the Relationship Between 
Improving the Degree of an Enterprise's Material Technology and the Rate of 
Profit?" ] 


[Text] In January of this year, He Jianzhang [0149 1696 4545] and two other 
comrades published an article entitled "The Rate of Capital Return and the Ques- 
tion of Price of Production in a Socialist Economy" in JINGJI YANJIU. The 
basic viewpoint outlined in that article was that to audit the economic results 
of an enterprise or department, it is necessary to calculate the rate of capital 
return, and to calculate the rate of capital return, it is necessary to base it 
on setting prices in accordance with the price of production. I think this is 
correct and I agree with it. 


However, the article contains the following paragraph: "Price is determined 
directly on the basis of value. Suppose we take one enterprise. If this enter- 
prise (assuming all production departments are representative) adopts advanced 
material technology, so that capital is integral to improvements, then the 
price of the commodities it produces will rise or fall along with the rate of 
labor productivity so that even if the technological level of the enterprise 
is raised and the rate of productivity is raised, the unit's production cost is 
iowered so the rate of return must drop too. If the labor force used by the 
enterprise is reduced, the volume of profit also will drop. Does this drop 
reflect the lowering the enterprise's economic results?" "But, if they are 
not based on price of production, then the one with the highest rate of capital 
return will be the most technologically backward, i.e., departments and enter- 
prises mainly using manual lebor; but the one with the lowest rate of capital 
return will be the most technologically advanced, i.e., departments and enter- 
prises using the least labor. Isn't this using rate of capital return as the 
evaluative standard, turning the situation upside down?" I have a different 
understanding of this and would like to propose it for discussion. 


I think that the concept of production price and the economic relations it 

reflects are profit relations between production departments. It is through 
capital competition in the averaging of rate of return in shifting in and out 
between production sections with different rates of return and does not deny 
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or exclude the material competition method whereby excess profit is secured 

by the degree to which the material technology of an enterprise (whether it 

is representative or not) exceeds the equipment level of the production depart- 
ments in general. 


If the price of a commodity is determined on the basis of value, of course, 
those that can produce a high rate of capital return will be technologically 
backward and those with a low rate of capital return will be technologically 
advanced. This is a situation where the rate of capital return is not in bal- 
ance. But this rule is only appropriate where between production departments 
it is necessary to average the rate of return, thus balancing the investment 
in capital and labor, it will not influence excess profits earned by an enter- 
prise by raising the level of technology. 


Therefore, as regards the view that because an enterprise in which all produc- 
tion departments are representative (I think this means an average level of 
material technology and thus is reflected in a general commodity price) adopts 
advanced material technology, when the rate of labor productivity is raised, the 
unit's commodity cost drops, not only does the rate of capital return drop, but 
also the volume of profit can drop too. I think that no matter whether the 
production departments of an enterprise are advanced or backward technologically, 
as long as the level of material technology exceeds the general level of the 
production department, it can secure an excess which exceeds the average profit 
of the production department. This profit overage is generally called excess 
profit. 


I think that when we speak of the question of average rate of return and pro- 
duction cost, we should separate the nature of the production section and the 
independent capital of the enterprise, for ge eralized discussion frequently 
goes beyor 1 the issue. 


We do not want to make this mistake: determining price directly according to 
value overlooks the adoption of new technology and equipment; determining price 
according to production price can take new technology and equipment into account. 
Beginning with the enterprise and expanding to the entire society, the adoption 
of new technology and new equipment is not something which is realized in the 
function of production price and average rate of return, but is realized in the 
motivation of an enterprise to secure excess profit. 


The only reason why we need production price and the average rate of return on 
production price is so we can evaluate enterprise management according to a 
uniform standard and to combine the distribution of the individual's means of 
livelihood and the enterprise profit according to a uniform standard, to unify 
the material interests of the state, factory and individual worker, so that 
everyone will be concerned with the enterprise's contribution to the state, be 
concerned about increasing expanded reproduction and measures for the collective 
welfare, and be concerned for the enterprise profit which is intimately related 
to the individual's material interests. Using the collective of the state, the 
factory and the individual worker, and the general material interest, promote 
the rapid increase of this level of material technology of the individual enter- 
prise. 
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GENERAL ECONOMIC INFORMATION 


GUANGKI WORK TEAM HELPS LEAD ECONOMIC DEVELOPMENT 
Beijing XINHUA in English 0216 GMT 11 Aug 79 OW 


[Text] Nanning, August 11 (XINHUA)--Steps should be taken to enhance the 
attractiveness of Guilin (Kweilin) as a socialist tourist centre. This has 
been agreed on by a regional work team headed by Tan Yingji, secretary of 
the Communist Party committee of the Guangxi Zhuang Autonomous Region, and 
leaders of Guilin City. The officials feel that this famous South China 
scenic spot with its Karst hill and river landscape should be protected 
from pollution and umnecessary construction to preserve its natural beauty. 


The city’s industry should be directed to manufacture of articles for daily 
use, traditional handicraft articles and foodstuffs. Factories and enter- 
prises that cause pollution must move to other locations. Rural areas 
around Guilin should grow more vegetables and fruit and raise more livestock 
and poultry to meet the needs of the city's residents and the tourists. 


The Guangxi Zhuang Autonomous Region has eight such work teams for its 
eight prefectures and four cities. The region's 680 leaders and adminis~ 
trative cadres make up the teams. They investigate and help the localities 
plan their economic work, This is one of the measures being taken by 
Guangxi's perty committee to improve the working style of leading cadres 
during the readjustment of the national economy. 





These teams collect opinions on draft economic regulations drawn up by the 
regional party committee. For example, after canvassing views at the grass- 
roots, regulations for cattle raising were drafted which included bonuses 
for calf breeding and gave individual peasants the right to raise beef 
cattle and milk cows as a family sideline occupation. This has led to in- 
creased production of beef. 


Xiao Han, another secretary of the regional party committee, headed a team 
which studied the hydroponic method of cultivating rice seedlings used in 
Wuzhou Prefecture. The team found that this method protected the seedlings 
from early spring co’d spells. It is now being popularized throughout the 
region. 
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GENERAL ECONOMIC INFORMATION 


"NANFANG RIBAO’ CALLS FOR PROMOTION OF ECONOMIC WORK 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 12 Aug 79 HK 


[Report on 13 August NANFANG RIBAO Editorial: “Rapidly Shift the Main Effort 
to Grasping Economic Work" ] 


[Excerpts] The rate of increase of industrial production in Guangdong remains 
lower than the national level. Profits have fallen and losses have increased. 
Freight transport has also declined somewhat. This situation has mainly been 
caused by problems of leadership and work. 


The editorial said: Emancipation of the mind is the key to the leadership 
getting a good grasp of economic work. We must acknowledge that our current 
economic management system is very far from suiting the development of the 
productive forces. Its greatest shortcoming is “lifelessness." In currently 
reforming the system, we must change this “lifelessness" into “liveliness” 
and run the enterprises and the economic in a lively way. This is also the 
chief spirit of the Changcu Conference. How then can we succeed in livening 
things up? The most important thing is to persistently take practice as the 
sole criterion for testing truth, correct the ideological line and emancipate 
our minds. At the same time, we must expand the self-management rights of 
factories and other enterprises. 


In shifting our main efforts to economic work, we must do well in study. We 
must learn from the masses, learn in the course of practice, turn ourselves 
from outsiders into adepts, and gain the initiative and the right to speak in 
leading economic work. 


The NANFANG RIBAO editorial pointed out in conclusion: There are only some 

4 months left of this year. The industry and compunications front must re- 
coup ‘ts poor performance in the first half of the year. We must go all out. 
make use of every minute and second, and promote the movement to incresse 
production and practice economy in a vigorous and soundly-based way. In this 
way we can insure the all-round fulfillment of this year's national plans and 
thus fight well the firsc battle in the 3 years of readjustment and make full 
preparations for a still greater leap forward next year. 








GENERAL ECONOMIC INFORMATION 


"KXINHUA’ CITES JULY INDUSTRIAL PRODUCTION FIGURES 
Beijing XINHUA in English 0710 GMT 17 Aug 79 OW 


[Text] Beijing, August 17 (XINHUA)--The value of China's total industrial 
output last month rose 11 percent and the value of light industrial output 
12.9 percent over that for the same period in 1978, and the amount of profit 
turned over to the state by enterprises during the month was ten percent 
greater than in July of last year. 


The production of textiles in particular has been speeded up with better 
quality, more variety, lower production costs and greater profit. In July, 
the rate of increase for light industrial production in Shanghai and Tianjin, 
and in Sichuan and ten other provinces was higher than for heavy industry 

or for other sectors of industry. 


The quality of products has improved steadily. More than 90 percent of 
major manufactured goods made in Beijing, Tianjin and Shanghai have reached 
or surpassed record levels. There is a rapid increase in the variety of 
new, popular products. Some factories making different components in Jiangsu 
Province co-ordinate their efforts to produce air conditioners, washing 
machines and tape recorders which are in shurt supply, and have increased 
their total output value by seven percent over the same period in 1978. 


The total turnover of industrial enterprises in China has risen, while pro- 
duction costs have been lowered. The total production costs of major pro- 
ducts throughout the country in the first half of the year were 1.2 per- 
cent lower than the semi-annual figure for the first six months of last year. 


All this is due to the effort made in all trades to save fuel supplies, 
strengthen management, utilize exhaust heat and adopt new technology. 
According to surveys made in 424 key enterprises, fuel consumption in 25 
trades so far this year has decreased as compared with the same period of 
1978, The best performances were chalked up in the consumption of coke 
per unit volume for blast furnaces, of electricity in electric furnace 
steel~making and of coal in power generating, the reduction of crude oil 
losses during production in oilfields, and the consumption of fuel used in 
the production of synthetic ammonia, cement clinker, locomotive engines, 
ships for inland navigation and viscose staple fibres. 
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"GONGREN RIBAO' COMMENTATOR ENCOURAGES RATIONALIZATION PROPOSALS 
Beijing XINHUA in English 0700 GMT 17 Aug 79 OW 


[Text] Beijing, August 17 (XINHUA)--A special commentator's article in 
today's "Worker's Daily" calls on all trades and services to mobilize 
people to put ‘orward rationalization proposals for improving all aspects 
of production. 


"This is of great importance for promoting socialist modernization," it says. 


The articie says that the rationalization movement ie aimed at making more 
effective use of equipment and instruments, economizing materials, fuel and 
power, constantly up-dating techniques, and improving operating methods, 
labour organization and management. 


It says that launching such a movement is a good way for workers to display 
their initiative and creative power and is a vivid expression of the work- 
ing class consciously participating in socialist construction, 


The workers have potentially inexhaustible wisdom and talent, the article 
says, and the socialist system has opened up broad vistas for them to display 
their wisdom and talent. 


The article reviews the great role playe’ by mass rationalization movements 
since liberation and especially during the 1950s, and says that this kind 
of movement is the product of the socialist system, as it demonstrates the 
workers’ sense of responsibility as masters of their country. 


Encouraging the masses to put forward rationalization proposals will help 
tap potential of enterprises, the article says. 


In Changzhou City of Jiangsu Province, proposals for more rational use of 
power led to savings of 17.58 million k.w.h. of electricity, 19,600 tons of 
coal, 1,940 tons of petroleum and 10,450,000 tons of water from January 
through to June this year. In Daqing oilfield where workers were encouraged 
to put forward rational proposals on how to save electricity, 21 million 
k.w.h. of electricity had been saved since the end of last year. 





The article says that the workers can put forward very good proposals to 
improve management, because they can find the weak links in every work 
process, something which cannot be done by relying on outside experts. 


It says that the adaptation of advanced foreign technology and equipment 
to best serve China's needs also calls for pooling the wisdom of the workers. 


"The deeper the movement develops and the more extensive democracy is in 


enterprises, the fuller the superiority of socialist enterprises and social- 
ist system will show," says the article, 
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LIAONING BUILDING MATERIALS INDUSTRY-——-During the first half of this year, 
Liaoning's building materials industry fulfilled 54.6 percent of the 
annual quota of output value. During this period cement made by big and 
medium-sized plants entirely met the quality standard, while some 4,000 
tons of coal and more than 2 million kWh of electric power were saved in 
a drive to conserve energy. [Shenyang Liaoning Provincial Service in 
Mandarin 1100 GMT 29 Jul 79 SK] 


GANSU PREFECTURE QUOTA FULFILLMENT--Industrial and communications enter~ 
prises in Wuwei Prefecture, Gansu Province, fulfilled 50.7 percent of the 
annual work quota during the first half of this year. [Lanzhou Gansu 
Provincial Service in Mandarin 1125 GMT 29 Jul 79 SK] 
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FINANCE AND BANKING 


HAINAN MEETING CLASS FOR ENLIVENING FINANCE, TRADE 


Haikou Hainan Island Regional Service in Mandarin 0330 GMT 26 Aug 79 HK 





[Summary] The Hainan regional CCP and revolutionary committees recently 
held a finance and trade work conference, which discussed how to promote 
and enliven this work to meet the demands of readjustment, restructuring, 
rectifying and improving the national economy. The meeting made 
arrangements for launching the movement to iucrease production and 
practice economy in finance and trade and called on the region to 
overfulfill all finance and trade plans. Comrade Luo Tian, secretary 

of the regional CCP committee and chairman of the regional revolu- 
tionary committee, made an important speech at the meeting. Comrade 

Dou Yingjun, deputy secretary of the regional CCP committee and vice 
chairman of the regional revolutionary committee, presided and made a 
summation speech. 


The conference held: The situation in socialist construction in Hainan 
has been good this year. The situation in finance and trade is also 
good. However, a number of problems also exist, the main one being 
that finance and trade work is not lively enough. The conference held: 
"To liven up finance and trade work, it is necessary to emancipate our 
minds, strictly act in accordance with objective economic laws, con- 
tinue to launch the discussion on practice as the sole criterion for 
testing truth, eradicate the pernicious influence of the ultraleftist 
line of Lin Biao and the ‘gang of four,’ merge the thinking of finance 
and trade cadres and workers into the spirit of the third plenum of the 
llth Central Committee and the second session of the 5th NPC, break 
into forbidden areas in ideology, destroy the bindings of old frameworks 
and change the mental outlook of sticking to conventions and apathy and 
inertia. Only if the mind is emancipated can measures be lively and 
methods abundant." The conference looked into the following measures 
for livening of finance and trade work: 


"1. Do a good job in handling commodities and promote business in 
commodities not covered by the plans and those sold at negotiated 
prices. This year the grain, commerce, supply and marketing, and 
aquatic products departments in Hainan have implemented the regulations 
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of the provincial revolutionary committee and augmented market supplies 
by organizing ‘negotiated price’ sales of rice, edible oil, soya beans, 
pork, vermicelli, beancurd and aquatic products. However, we have not 
yet done this work in a lively enough way. In future, we must promote 
it in a vigorous way, in accordance with the policy regulations. At the 
same time, we must seriously put the personnel and measures for the 
commodity organs on a sound basis and launch this business as rapidly 

as possible. 


"2. Do well in running commerce and service trades under collective 
ownership. The finance and trade departments and the departments con- 
cerned must enthusiastically support commerce and service trades under 
collective ownership and strive to achieve a great development of them 
in the near future. Staff and workers in commerce and service trades 
under collective ownership must be treated the same as those in state- 
owned commerce and service trades. Greater flexibility in management 
forms must be allowed commerce and service trades under collective 
ownership. State-owned commerce must do a good job of supplying goods 
and must also permit units under collective ownership to establish 
direct ties with factories or to set up permanent relations with them 
for selling their products on a commission basis. It is also necessary 
to actively support collective commerce, service and repair trades set 
up in urban neighborhoods, make overall plans for them and strengthen 
leadership over them. With the approval of the industry and commerce 
administrative departments, we can also permit certain individual 
laborers to ply their trades in the streets, undertaking services such 
as barbering, mending shoes, sharpening knives, repairing furniture and 
selling snacks. 


"3. We must bring into full play the role of the rural trade fairs and 
promote the exchange of goods between urban and rural areas. At present 
it is necessary to strengthen leadership over the rural trade fairs and 
seriously manage them well, insuring that they are controlled without 
becoming lifeless, and lively without becoming chaotic. It is necessary 
to protect proper trading in accordance with the party policies on trade 
fairs, deal blows at speculative activities, and support the industrial 
and commercial administrative departments and the market control person- 
nel to do well in managing the rural markets. 


"4. Correctly implement the policy of distribution according to work 
and improve the bonus system. It is necessary to link the fruits of 
enterprise management with the material interests of the workers, 
further mobilize the activism of the finance and trade workers and 
liven up finance and trade work. The finance and trade departments 
must do well in carrying out trial-point work in deducting a percentage 
of excess profits for use as bonus money. This must be done under 
leadership and in a planned way. Experiences must be ceaselessly 
summed up and gradually popularized. 














"5. Do well in promoting cooperation between departments, and improve 
relations between industry and commerce, between agriculture and commerce, 
between the urban and rural areas on the one hand and commerce on the 
other, between internal and foreign trade, and between the financial 

and other departments. It is necessary to do well in linking production 
to marketing and in promoting the contract system in production and pro- 
curement, so as to liven up the production, supply and marketing of 
commodities, liven up capital, and conduct business in a lively way. 
While enlivening the economy within Hainan Island, it is also necessary 
to vigorously develop the export trade and tourism and increase income 
from abroad by doing well in exchanging materials for foreign remittances 
and providing supplies for foreign ships." 


The meeting demanded that the finance and trade departments in Hainan 
launch the movement to increase production and practice economy in the 
remaining months of this year and strive to overfulfill all the plans 
for the year. 
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BRIEFS 


JILIN ELECTRICITY CONSERVATION--During the first 6 months of this year, 
Jilin Province conserved 200 million kWh of electricity, meeting 71.5 
percent of the power-conservation target set for the year. During this 
period, electric power consumption on the industrial front of Yanbian 
Korean Autonomous Prefecture was reduced by 10.3 million kwh. [Changchun 
Jilin Provincial Service in Mandarin 1100 GMI 3 Aug 79 SK) 
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LIGHT INDUSTRY 


BRIEFS 


LIAONING TEXTILE INDUSTRY--The textile industrial departments in Liaoning 
Province have fulfilled by 20 July their export plans for this year and 
earned over $50 million in foreign exchange for the state. [Shenyang 
Liaoning Provincial Service in Mandarin 1100 GMT 28 Jul 79 SK] 
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